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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 


Percent 
1983 1984 


Domestic Economy 
Population (millions) 


Population Growth 

GDP (current prices) 

Per Capita GDP (current prices) 
GDP in Local Currency (1980 = 100) 
GNP (current prices) 

Per Capita GNP (current prices) 
Consumer Price Index % Change 


Production and Employment 
Labor Force (1,000s) 


Unemployment (avg % for year) 
Industrial Production (local 
currency base 1978 = 100) 
Govt. Oper. Surplus (+) or 
Deficit (-) as % of GDP 


Balance of Payments 
Exports FOB 


Imports CIF 
Trade Balance 
Current Account Balance 
Foreign Direct Investment (new) 
Debt-Service(after relief) ** 
Debt-Service Ratio as % of Exports 
of Goods, Non Factor Services, 
and Transfers 
Before Debt Relief S139 63.0 
After Debt Relief 23.65 3735 
Foreign Exchange Reserves (year end) 50 83 
Average Exchange Rate for Year 8.85 10.00 


U.S.-Morocco Trade 

U.S. Exports to Morocco (FOB) 281 484 236 

U.S. Imports from Morocco (CIF) 24 33 30 

Trade Balance -260 -~451 -206 

U.S. Share of Morocco Exports ($%) £3 1.5 1.4 

U.S. Share of Morocco Imports ($%) o.7 32.3 2 

U.S. Bilateral Aid (FY) 253.2 154.1 132.5 = 12@ 
Economic S349 83.7 TOs. 6 asc 
Military 101.3 70.4 49.5 -29.7 


Principal U.S. Exports (1985):Wheat: 72/ Sulphur: 57/ Tobacco: 18 
Principal U.S. Imports (1985):Barium Sulfate: 7/ Wearing Apparel: 6/ 
Processed Agricultural Products: 5 


Source: Ministry of Finance/ Ministry of Planning/Embassy Estimates 
* based on value in dirhams 
** based on value in US Dollars 





SUMMARY AND OVERVIEW 


After several years of hard times, the Moroccan economy began to 
grow again at a healthy rate (real GDP up 4.4 percent) in 1965. 
Results in 1986 are expected to be even better. The upturn has 
been due to external as well as internal factors, including 
bumper crops after years of drought, lower oil prices and 
interest rates, and strong performances in workers’ remittances, 
tourist receipts and manufactured as well as agricultural 
exports. The slack international market for phosphates and 
derivatives has limited the contribution of that key sector, 
although fertilizer exports have increased. The overall 
relatively strong performance of the economy has substantially 
narrowed Morocco's current account deficit in 1985, narrowed it 
further in 1986 to $250 million and may even eliminate it in 
1987, if current trends hold. 


In spite of these favorable developments, difficulties in 
Morocco's financial situation, chiefly external, seriously cloud 
the picture. Morocco has high foreign public debt (about 13.2 
billion dollars), very slim foreign exchange reserves, and 
restricted access to foreign resources, especially in the 


absence of an operational IMF agreement and current London Club 
re-scheduling. Public finance has been a continuing difficult 
area, with budget deficits higher than expected, rising external 
and domestic government arrears and an expansive credit policy. 
LDiscussions were concluded in December with the IMF about a new 
Standby Agreement. A Stabilization Program is operational, 
along with a commercial bank re-scheduling for 1985/86. 
Government economic policies -- structural reform and budget 
austerity -- continue in place, as they have for the past 
several years. Progress has been made in the adoption of more 
mMarket-oriented policies and more is expected, especially in the 
reform of public enterprises, including possible privatization. 


U.S. sales to Morocco are healthy ($236 million in 1985), with 
wheat as the largest item, while Morocco sells mainly minerals, 
clothing and diverse processed agricultural products to the U.S. 
($30 million in 1985). Prospects for continued substantial 
imports from the U.S. are promising as the Moroccan economy 
revives and Moroccan exports to the U.S. should benefit from 


increased understanding of the scale and competitiveness of the 
U.S. market. 





CURRENT ECONOMIC SITUATION AND TRENDS 
Renewed Growth 


Real GDP grew about 4.4 percent in 1985 after several years of 
growth at just over 2 percent. The main stimulus to this growth 
was a 10 percent increase in 1964-85 agricultural production, 
due largely to the breaking of the five-year drought. This 
renewed growth path will continue in 1986 (real GDP is projected 
to rise 6.2 percent), since the 1985-66 agricultural output in 
cereals has been officially estimated at 7.7 million tons, an 
increase of 15 percent over 1985. The upturn in the 
cash-strapped agricultural sector has had beneficial effects 
throughout the econony, although domestic demand has been 
restrained by a continued lid on public sector wages and the 
on-going restraint in government investment. The value of 
exports, helped by devaluation, rose 14 percent in 1985 while 
the value of imports rose 12 percent. 


Public Finance 


1985 saw a shortfall in government revenue coupled with an 
overrun in expenditures leading to the accumulation of new 
arrears. Government revenue from taxes and customs grew only 
somewhat but the phosphate monopoly, the Office Cherifien des 
Phosphates (OCP), contributed more than usual to revenue. 
Government expenditures in 1985 were higher than expected in 
Spite of public sector wage restraint, curbs on civil service 
employment, and a rise in the price of subsidized basic 
foodstuffs. Investment spending was not well checked and 
arrears, both domestic and external, grew. AS part of its 
on-going effort to construct a larger revenue base, the 
government introduced in April, 1986, a Value-Added Tax 
replacing an often-escaped Tax on Products and Services. 


Expanded domestic credit largely financed the 1985 budget 
deficit. Credit to the Treasury rose 14 percent compared with a 
one percent rise in 1984. Compensating for a slackening in 
foreign resource availability, due to slow progress with the 
World Bank and inability to draw on the IMF standby, the 
government relaxed monetary policy and the broadly defined money 
supply grew 18 percent, compared to 9 percent in the previous 
year. Nonetheless, inflation was very moderate and the CPI rose 
at an annual rate of only 7.7 percent in 1985. 





Balance of Payments and Foreign Trade 


The current account improved in 1985 and 1986. With a deficit 
of $837 million in 1985, it was down from almost a billion 
dollars in 1984. In 1986, the deficit was $2506 million, and 
there is the possibility of even a small surplus in 1987. 


The spectacular, continuing improvement is due to several 
factors -- the decline in international oil prices, strong 
performances in tourism (45 percent increase in 1985 to $610 
million) and workers' remittances (up $140 million in 1985 to 
almost a billion dollars) and an 8 percent improvement in the 
trade account. Reduction of the trade deficit has stemmed from 
several factors including depreciation of the dirham against all 
major currencies (13 percent against the dollar in 1985; 10 
percent against the French franc). Additionally, increased 
agricultural output resulted in improved citrus exports and less 
wheat imports. The value of phosphate and phosphate derivative 
exports declined 8 percent but were compensated by fertilizer 
exports rising 40 percent. Overall phosphate/fertilizer sector 
exports rose in value from $843 million to $929 million in 1985, 
even in the face of poor markets in which phosphate prices 
dropped from $35 to $33 during 1985. A $120 million drop in 
wheat imports helped the trade balance considerably. 1986 
should continue the good news with continued lower levels in 


wheat imports and about a $350 million boost from lower oil 
prices. 


External Financing 


In order to finance the 1985 current account deficit of almost 
$300 million, the Moroccan government has relied on grants and 
credits from governments and multilateral development banks, 
rather than on commercial bank creditors. Grants from friendly 
Arab countries financed about a third of the deficit. Net 
borrowing from multilateral financial institutions amounted to 
$299 million ($79 million from IMF). The impetus from 
multilateral developments banks, principally the World Bank, 
reflected their positive evaluation of Moroccan adjustment 
efforts. Aid from the U.S. was $100.7 million (economic) and 


$49.5 million (military). Overall aid from France was somewhat 
larger. 





Morocco's external financing needs will continue to be 
considerable; its external debt of 13.2 billion will only begin 
to decline in 1989. Morocco is now engaged in a complex 
scenario to manage its debt. It concluded a new IMF Standby 
Agreement in late 1986, to be accompanied by a 1985/86 
commercial bank rescheduling and possible additional loans, and 
assistance from governmental and multilateral donors and a Paris 
Club rescheduling of government debt beginning in March 1987. 

In view of the relatively good performance of the economy, 
Moroccan government officials are optimistic about the eventual 
success of their efforts to position Morocco's external finances 
on a smooth track in the coming months, despite continuing 
liquidity problems associated with low reserves at a time of 
liberalizing trade. 


Employment and Income 


Employment is a serious and long term problem for Morocco. 
Although data is sketchy, over a quarter of the urban labor 
force is unemployed or works for less than two thirds of the 
work year. More than 250,000 new job seekers enter the labor 
force each year. Government estimates are that about one in 
three of the new job seekers will fail to find work, To employ 
all these workers would, under reasonable scenarios, require a 
GDP growth rate in excess of 5 percent per year. 


With population growth officially at 2.6 percent annually, per 
capita GDP in dirhams was up 1.7 percent in 1985. The smaller 
increase in dollar terms to $522 per capita GDP reflects the 
depreciation of the dirham. (The World Bank's estimate of 
Moroccan per capita GNP in 1985 is $610, based on a three-year 
moving average of the dirham/dollar exchange rate.) For the 
medium-term future, rapid population growth and modest economic 


growth due to the need for financial adjustment mean little real 
increases in per capita GDP. 


Wages in Morocco are 42 cents per hour (minimum industrial wage) 
and 29 cents per hour (minimum agricultural wage). Work days 
lost due to strikes in 1985 were 234,000, an increase of 24 
percent over the previous year. Government estimates place the 
number of emigrant workers at 860,000, almost all in Western 
Europe. The outlet of emigration continues to decrease, as only 
12,600 new official work contracts for emigrants were registered 
in 1985. In early 1986 Moroccan workers in Libya were estimated 
at about 25,000, including 5,400 new workers in 1985, but this 
level has probably declined since Morocco's abrogation of its 
"Arab-African Union" accord with Libya in August 1986. 





Policy Outlook 


The government is well launched on its structural adjustment 
policies. Its overall aim is to increase the influence of 
Market factors in pricing goods and services and to reap the 
comparative advantages it enjoys in agricultural and 
manufactured exports. Significant progress has been made in 
freeing prices to respond to market forces and the government is 
committed to continue its efforts. 


Public enterprise reform is underway and gathering momentum. 
There is some urgency to the question of how to deal with 
Morocco's several hundred public enterprises -- the inheriters 
of colonial state interventionism and subsequent Moroccanization 
laws; they are not "star" performers, with few exceptions, and 
overall constitute a serious drain on the budget. Morocco is 
now studying how to reform these state controlled companies, to 
make more efficient those which it will continue to hold because 
of “national interest" and to decide how to privatize those 
which it wishes to divest. If changes were to be made in the 
legal structure concerning Moroccanization and the rights of 
Minority shareholders were well-protected, foreign investors 
might be interested in some companies. 


COMMERCIAL IMPLICATIONS FOR THE UNITED STATES 


Morocco's slow rate of domestic growth is likely to continue 
until late in the 1980's. American investors will be encouraged 
by Moroccan authorities to identify projects which will assist 
Morocco's development priorities, especially those which can add 
export earnings to the economy. 


Companies which wish to take advantage of Morocco's low labor 
costs and proximity to Europe may qualify for generous benefits 
under the 1983 industrial investment code and related provisions 
in the codes for fisheries and merchant marine, hotels and 
tourism, real property development and mining and metallurgy. 
Those local and foreign investors who have already done so, 
particularly foreign investors, find that land, labor and local 
Materials are available at dramatically low dollar costs. 


A Bilateral Investment Treaty was signed by Morocco and the 
United States in Washington in July, 1985. When ratified, the 
treaty will provide protection to investors wanting to benefit 
from Morocco's natural advantages and government incentives. 
The treaty retroactively covers existing investments. 





U.S. products and services are valued and sought, but the high 
Gollar rate relative to the dirham currently limits the 
potential for large sales increases in Morocco. As the country 
moves to correct its financial position the medium and long term 
will be more beneficial and enhanced as an attraction for 
American business. Morocco has a large, cosmopolitan population 
with more sophisticated consumer demands than most in Africa, 
with a western bias. There is a high potential for wealth from 
the country's mineral deposits, rich agricultural and fishery 
resources, a growing industrial base and rapid development of 
its significant tourist attractions. (A Bilateral Tourism 
Agreement with Morocco also was signed in Washington in July, 
1985.) 


Although Morocco's economy historically has strong links with 
Europe, especially France, there is a tendency in both the 
government ana the private sector to shift away from that 
dependence, to look for investment partners and to seek 
technological assistance from the United States. U.S. 
investments, including the sale or licensing of know-how, are 
eagerly sought. An investor or licensor must conform to local 
specifications and international standards, such as the metric 
system and 50HZ electrical current. French is the main language 
of marketing in packaging, sales literature and technical 
documentation. Arabic is useful, but French is essential. 


There certainly is scope to improve trade between the U.S. and 
Morocco. During 1985 Morocco shipped only $30 million worth of 
goods to the United States, while U.S. exports came to $236 
million. The U.S. was in fourth place among Morocco's 
suppliers, after France, which had 1985 sales of $880 million, 
Saudi Arabia ($545 million), and Spain ($273 million). Apart 
from military equipment, diversified U.S. exports principally 
included wheat, sulphur and tobacco. 


There will be continuing but limited opportunities for sales of 
U.S. products in the coming year. Growing external debt has 
forced Morocco to cut back a number of planned expenditures, and 
there will be continued restrictions on large capital equipment 
purchases that are not enhanced by concessional supplier credit 
terms. The financing packages proposed by foreign bidders are 
often as important as price and technology. Superior equipment, 
processes and technology will favor U.S. suppliers, but it may 
be necessary to supplement with highly competitive and 
imaginative financing packages and assured after-sales service. 
The Import-Export Bank of the United States has provided cover 
for numerous U.S. exports to Morocco, and will examine new 
commitment requests on a case-by-case basis. 





The U.S. Government, through the Department of Commerce and the 
Foreign Commercial Service, continues active efforts to develop 
sound and growing bilateral trade between Morocco and the U.S. 
Annual meetings of the U.S.-Moroccan Joint Committee for 
Economic kelations (JEC) offer an opportunity to highlight the 
importance of long-standing economic ana commercial ties. The 
U.S. and Morocco will celebrate the 200th anniversary in 1987 of 
the conclusion of their Treaty of Friendship. 


Trade missions scheduled by the Department of Commerce since 
late 1985 through early 1967 include water resource and 
irrigation equipment, renewable energies technology, and medical 
instruments and hospital equipment. The United States has 
participated prominently in the Casablanca International Fair 
for more than twenty years, with the U.S. Pavilion having been 
awarded exhibition prize medals in every fair since 1979. The 
U.S. Department of Commerce will again sponsor an exhibition at 
the Fair in April, 1987. Companies interested in procuring 
exhibition space at the American Pavilion may contact the United 
States FCS at the American Consulate in Casablanca, the Embassy 
in Rabat or the Department of Commerce, Washington, D.C. 


Some best prospects for U.S. exports and investment in Morocco 
are the subject of a feature article in the April 14, 1986, 
issue of "Business America" prepared by the U.S. Department of 
Commerce Desk Officer in collaboration with FCS Morocco staff. 
An even more detailed coverage of business prospects is to be 
found in the U.S. Department of Commerce publication "Overseas 
Business Report -- Marketing in Morocco," which has just been 
printed in Washington. Both publications are available from the 
Department of Commerce Desk Officer for Morocco, or at the 
Commercial Libraries in Casablanca and Rabat. 


Special areas of interest for U.S. business, reflected in these 
reports, are: mining, medical and health care, hotel and 
restaurant, and renewable energies equipment. 


WHERE TO GO FOR FURTHER INFORMATION 


Potential U.S. investors can secure advice, services and 
financing from U.S. Government agencies on any aspect of their 
interests or desired involvement in Morocco. The Office of the 
Near East (ONE) in the Department of Commerce has detailed 
Marketing/investment material available. The Export-Import Bank 
of the United States (EXIMBANK) offers interesting export 





financing and commercial credit guarantees to cover U.S.-sourced 
equipment and services. The Overseas Private Investment 
Corporation (OPIC) provides investors with insurance coverage 
against losses due to war, civil strife, expropriation or 
nationalization and currency inconvertibility, while offering 
venture capital at attractive rates. In Morocco, exporters and 
potential investors can consult with the Casablanca-based 
subsidiary of a major New York bank, the only U.S. bank 
operating in Morocco, or the local subsidiaries of two large 
U.S. public accounting firms as well as the Economic/Commercial 
Section of the American Embassy in Rabat and the two U.S. 
Consulates General in Morocco, located in Casablanca and 
Tangier. The Foreign Commercial Service main office and library 
are at the Consulate General in Casablanca, Morocco's largest 
city and the center of finance, trade and industry. 





1987 LS. INDUSTRIAL OUTLOOK 


THE U.S. GOVERNMENT’S BEST-SELLING 
BUSINESS REFERENCE BOOK 


ORDER THE COMPLETELY NEW 
1987 EDITION NOW 


¢ Official Department of Commerce fore- 
casts for over 350 industries 


e Year-ahead and 5-year forecasts and 
industry-by-industry review 


¢ 692 pages of outlooks and historical 
summary by over 100 skilled industry 
analysts 


e Vast data base—tailored for business 
and investment planning 


MAIL THIS FORM TO: Superintendent of Documents, Washington, DC 20402 
Please send copies of the 1987 U.S. INDUSTRIAL OUTLOOK 
(SN 003-008-00200-5) at $24.00 per copy to: 
Name 
Company name 
Total enclosed: Street 


a City Zip Code 


Check payable to Superintendent of Documents 

Charge my GPO Deposit Account _____- 

Charge my VISA, MasterCard, or CHOICE 

Account #__—CsCss‘CstCstC(CSSSCSCSSCCSC(Expirattioorn Daattw: 


Signature 
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